
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC S E R V I C E  COMMISSION 

* * * * *  

I n  t h e  Ma t t e r  of :  

NOTICE OF PENDLETON COUNTY WATER 1 
DISTRICT GAS D I V I S I O N ,  TO INCREASE ) 
B A S I C  GAS RATES, TO IMPOSE A ) CASE NO. 8568 
TEMPORARY GAS SURCHARGE TO PAY ITS 1 
S U P P L I E R S  AND MOTION FOR I N T E R I M  RATES ) 

O R D E R  

On November 5,  1 9 8 5 ,  Columbia  Gas T r a n s m i s s i o n  

C o r p o r a t i o n  and  C o l u m b i a  LNG C o r p o r a t i o n  ( “ C o l u m b i a ” )  f i l e d  a 

motion r e n e w i n g  i ts  motion of May 8 ,  1 9 8 5 ,  t o  c h a r a c t e r i z e  t h e  

f u n d s  h e l d  by  P e n d l e t o n  C o u n t y  Water D i s t r i c t  ( “ P e n d l e t o n  

County” ) i n  c e r t a i n  s u r c h a r g e  a c c o u n t s .  C o l u m b i a  a l s o  s e e k s  t o  

h a v e  t h e  f u n d s  

as “paymen t  of 

to the r enewed  

t r a n s f e r r e d  to  Columbia  a f t e r  b e i n g  c h a r a c t e r i z e d  

p a s t  d u e  p u r c h a s e d  gas o b l i g a t i o n s . ” ’  I n  addition 

motion, Columbia  h a s  a l s o  a s k e d  t h e  Commiss ion  t o  

order P e n d l e t o n  C o u n t y  t o  p a y  i n  f u l l  a l l  f u t u r e  i n v o i c e d  amoun t s  

for g a s  purchases and all future i n v o i c e  amoun t s  for i n t e r e s t  on 

d e l i n q u e n t  gas p u r c h a s e s .  

I n  s u p p o r t  of i t s  m o t i o n ,  Co lumbia  s t a t e s  t h a t  the a m o u n t s  

p l a c e d  i n  t h e  s u r c h a r g e  a c c o u n t s  c o r r e s p o n d  t o  t h e  a m o u n t s  f o r  

C o l u m b i a ’ s  J a n u a r y  and  F e b r u a r y  1 9 8 5  i n v o i c e s  w h i c h  were n o t  
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paid .  Columbia quotes  t e s t i m o n y  of P e n d l e t o n  C o u n t y ' s  m a n a g e r  as  

a g r e e i n g  w i t h  t h e  p r o p o s i t i o n  t h a t  t h e  s u r c h a r g e  a c c o u n t s  were 

e s t a b l i s h e d  f rom f u n d s  d u e  C o l u m b i a  for  c u r r e n t  g a s  p u r c h a s e s .  2 

P e n d l e t o n  C o u n t y  f i l e d  i t s  r e s p o n s e  t o  t h e  r enewed  

C o l u m b i a  Gas motion o n  N o v e m b e r  18, 1985. I n  t h a t  r e s p o n s e ,  

P e n d l e t o n  C o u n t y  s t a t e d  i ts  v i e w  t h a t  t h e  s u r c h a r g e  accounts 

i s s u e  s h o u l d  be k e p t  s e p a r a t e  f rom t h e  c u r r e n t  a c c o u n t  paymen t  

i s s u e  and  t h u s ,  t h e  s u r c h a r g e  a c c o u n t s  s h o u l d  n o t  be 

r e c h a r a c t e r i z e d .  However, P e n d l e t o n  C o u n t y  s t a t e d  it has a l w a y s  

b e e n  w i l l i n g  t o  t r a n s f e r  t h e  s u r c h a r g e  account f u n d s  t o  Co lumbia  

as l o n g  a s  C o l u m b i a  accepts t h e m  u n d e r  t h e  c o n d i t i o n  t h a t  t h e y  

may be r e q u i r e d  t o  b e  r e f u n d e d  w i t h  i n t e r e s t ,  i f  a r e v i e w i n g  

c o u r t  f i n d s  t h e  s u r c h a r g e  improper. 

The C o m m i s s i o n  d i d  n o t  i n i t i a l l y  a c t  on Columbia ' s  m o t i o n  

b e c a u s e  it e x p e c t e d  t h a t  a n  a u d i t  of P e n d l e t o n  Coun ty  would  

p r o v i d e  k e y  i n f o r m a t i o n  to  a i d  i n  t h e  d e c i s i o n  a n d  t h a t  a u d i t  was 

n o t  e x p e c t e d  t o  be completed u n t i l  O c t o b e r ,  1985. I t  now appears 

t h a t  t h e  a u d i t  w i l l  n o t  be  completed for some t i m e  and therefore ,  

t h e  Commiss ion  w i l l  add res s  t h e  m o t i o n  w i t h o u t  b e n e f i t  of those 

r e su l t s .  

Columbiags p o s i t i o n  t h a t  t h e  s u r c h a r g e  a c c o u n t s  were 

e s t a b l i s h e d  as a r e s u l t  of P e n d l e t o n  C o u n t y ' s  f a i l u r e  to p a y  t h e  

J a n u a r y  and  F e b r u a r y  1985 g a s  b i l l s  is correct as far as it goes. 

Renewed M o t i o n ,  Append ix  C. 
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A l t h o u g h  P e n d l e t o n  C o u n t y  c l e a r l y  chose t o  e s t a b l i s h  t h e  

s u r c h a r g e  a c c o u n t s  and  t h u s ,  f a i l e d  to  t i m e l y  pay  t h e  J a n u a r y  and  

F e b r u a r y  1985 gas b i l l s ,  r e c h a r a c t e r i z a t i o n  of those f u n d s  

r e q u i r e s  t h e  Commiss ion  t o  l o o k  beyond  how f u n d s  were s p e n t .  The  

Commiss ion  m u s t  also c o n s i d e r  t h e  s o u r c e  of P e n d l e t o n  C o u n t y ' s  

t o t a l  r e v e n u e s ,  i n c l u d i n g  t h e  r e v e n u e s  wh ich  P e n d l e t o n  C o u n t y  

p l a c e d  i n  t h e  s u r c h a r g e  a c c o u n t s .  T h e r e  is n o  q u e s t i o n  t h a t  

c u s t o m e r s  of P e n d l e t o n  C o u n t y  h a d ,  o v e r  a period of y e a r s ,  b e e n  

b i l l e d  f o r  t h e  $1.01 per mcf surcharge, a l t h o u g h  t h e  s u r c h a r g e  

w a s  n o t  n e c e s s a r i l y  se t  o u t  as  a separate  i t e m  on  t h e  b i l l .  

Apparently, c u s t o m e r s  had p a i d  b i l l s  w h i c h  i n c l u d e d  t h e  s u r c h a r g e  

d u r i n g  t h a t  p e r i o d .  T h u s ,  t h e  l e v e l  of f u n d s  a t  w h i c h  t h e  

s u r c h a r g e  a c c o u n t s  were e s t a b l i s h e d  was a p p r o x i m a t e l y  t h e  same as 

t h e  l e v e l  of s u r c h a r g e  c o l l e c t i o n s  t h a t  had o c c u r r e d .  Under  t h i s  

c i r c u m s t a n c e ,  i t  would n o t  be a p p r o p r i a t e  f o r  t h e  Commiss ion  t o  

r e c h a r a c t e r i z e  t h e  s u r c h a r g e  a c c o u n t s .  However, t h e  Commission 

w i l l  p e r m i t  P e n d l e t o n  C o u n t y  t o  t r a n s f e r  t h e  b a l a n c e  i n  t h e  

s u r c h a r g e  a c c o u n t s  t o  Columbia a t  c l o s i n g ,  s h o u l d  t h e  s a l e  t o  

Union L i g h t ,  H e a t  a n d  Power be consummated ,  s u b j e c t  to  C o l u m b i a ' s  

o b l i g a t i o n  t o  r e f u n d  t h o s e  sums t o  P e n d l e t o n  C o u n t y ' s  successor, 

w i t h  i n t e r e s t ,  s h o u l d  t h e  s u r c h a r g e  be f o u n d  improper b y  a 

R e s p o n s e  of P e n d l e t o n  C o u n t y  t o  Commiss ion  O r d e r  of March 28, 
1985, f i l e d  April 4, 1 9 8 5 ,  a t  E x h i b i t  I ,  s h o w e d  $ 2 2 9 , 8 9 7  had 
b e e n  b i l l e d  t o  c u s t o m e r s  d u r i n g  t h e  per iod  J u l y  1, 1983, 
t h r o u g h  December 31, 1 9 8 4 ,  f o r  t h e  s u r c h a r g e  and  t h a t  $ 2 1 0 , 6 4 6  
was a c t u a l l y  collected f r o m  c u s t o m e r s .  
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r e v i e w i n g  c o u r t .  P e n d l e t o n  County's s u c c e s s o r  would t h e n ,  of 

course, be obl iga ted  t o  pass  t h e  r e f u n d  a l o n g  t o  t h e  c u s t o m e r s .  

As for  C o l u m b i a ' s  request that the Commission order 

P e n d l e t o n  C o u n t y  t o  p a y  i n  f u l l  all f u t u r e  i n v o i c e d  amoun t s  f r o m  

Columbia f o r  gas p u r c h a s e s  and  i n t e r e s t ,  t h e  Cornmission s t r o n g l y  

a d m o n i s h e s  P e n d l e t o n  C o u n t y  t o  promptly pay a l l  bills and  

i n t e r e s t  w h i c h  it owes its s u p p l i e r .  P e n d l e t o n  C o u n t y  may, of 

course, h a v e  l e g i t i m a t e  r e a s o n s  t o  d i s p u t e  t h e  i n v o i c e d  amoun t s .  

T h e r e f o r e ,  t h e  Commiss ion  w i l l  n o t  e n t e r  the order Columbia 

s o u g h t  i n  i t s  m o t i o n .  

I T  IS THEREFORE ORDERED t h a t :  

1. The r enewed  m o t i o n  of C o l u m b i a  G a s  for  

r e c h a r a c t e r i z a t i o n  and  t r a n s f e r  of t h e  P e n d l e t o n  County s u r c h a r g e  

a c c o u n t s  be and  i t  is h e r e b y  d e n i e d .  

2. P e n d l e t o n  C o u n t y  s h a l l ,  i f  t h e  s a l e  to Union L i g h t r  

Heat and  P o w e r  is consummated ,  pay t h e  b a l a n c e  i n  t h e  s u r c h a r g e  

a c c o u n t s  t o  C o l u m b i a ,  s u b j e c t  to C o l u m b i a ' s  o b l i g a t i o n  to r e f u n d  

to  P e n d l e t o n  C o u n t y ' s  s u c c e s s o r  s h o u l d  a r e v i e w i n g  court f i n d  t h e  

s u r c h a r g e  improper. P e n d l e t o n  County's successor s h a l l  t h e n  pass  

t h a t  r e f u n d  t h r o u g h  t o  t h e  c u s t o m e r s .  

3. C o l u m b i a ' s  motion that the Commission order P e n d l e t o n  

to pay all future i n v o i c e d  a m o u n t s  fo r  gas p u r c h a s e s  and  i n t e r e s t  

be and it is d e n i e d .  
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. 

Dcsne a t  Frankfort,  Kentucky, t h i s  26th day of Dee-, 1985. 

PUBLIC SERVICE COMMISSION 

ATTESTI 

- 
Secretary 


